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and by the surety on the bond with the
same formality and proof of authority
as required for the execution of the
bond.

(72 Stat. 1421; 26 U.S.C. 5711)

§40.138 Approval of bond and exten-
sion of coverage of bond.

No person shall commence operations
under any bond, nor extend his oper-
ations, until he receives from the ap-
propriate TTB officer notice of his ap-
proval of the bond or of an appropriate
extension of coverage of the bond re-
quired under this part.

(72 Stat. 1421; 26 U.S.C. 5711)

§40.139 Termination of bond.

Any bond required by this part may
be terminated by the appropriate TTB
officer as to liability for future oper-
ations (a) pursuant to application by
the surety as provided in the bond, (b)
on approval of a superseding bond, or
(c) when operations by the manufac-
turer are permanently discontinued in
accordance with subpart J. After a
bond is terminated the surety shall re-
main bound with respect to any liabil-
ity for unpaid taxes, penalties, and in-
terest, not in excess of the amount of
the bond, incurred by the manufacturer
prior to the termination date.

(72 Stat. 1421; 26 U.S.C. 5711)

[T.D. 6840, 30 FR 9311, July 27, 1965. Redesig-
nated at 40 FR 16835, Apr. 15, 1975]

§40.140 Release of pledged securities.

Securities of the United States
pledged and deposited as provided in
§40.132 shall be released only in accord-
ance with the provisions of 31 CFR part
225. Such securities will not be released
by the appropriate TTB officer until 1i-
ability under the bond for which they
were pledged has been terminated.
When the appropriate TTB officer is
satisfied that they may be released, he
shall fix the date or dates on which a
part or all of such securities may be re-
leased. At any time prior to the release
of such securities, the appropriate TTB
officer may extend the date of release
for such additional length of time as he
deems necessary.

(61 Stat. 650, 72 Stat. 1421; 31 U.S.C. 9301, 9303,
26 U.S.C. 5711)
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§40.163

Subpart H—Operations by Manu-
facturers of Tobacco Prod-
ucts

DETERMINATION AND PAYMENT OF TAXES
ON TOBACCO PRODUCTS

§40.161 Determination
method of payment.
Except for removals in bond and
transfers in bond, as authorized by law,
the taxes imposed on tobacco products
by section 5701, I.R.C., shall be deter-
mined at the time of removal of such
products and paid on the basis of a re-
turn, in accordance with the provisions
of this part.

(72 Stat. 1417; 26 U.S.C. 5703)

[T.D. 6929, 32 FR 13866, Oct. 5, 1967. Redesig-
nated at 40 FR 16835, Apr. 15, 1975; T.D. ATF-
232, 51 FR 28081, Aug. 5, 1986; T.D. ATF-243, 51
FR 43194, Dec. 1, 1986]

of tax and

§40.162 Semimonthly tax return.

Every manufacturer of tobacco prod-
ucts shall file, for each of his factories,
a semimonthly tax return on Form
5000.24 for each return period, including
any period during which a manufac-
turer begins or discontinues business.
The return shall be filed with TTB in
accordance with the instructions on
the form. The manufacturer shall file
the return at the time specified in
§40.165 regardless of whether tobacco
products are removed or whether tax is
due for that particular return period.
However, when the manufacturer re-
quests by letter and the appropriate
TTB officer grants specific authoriza-
tion, the manufacturer need not during
the term of such authorization file a
tax return for which tax is not due or
payable.

[T.D. ATF-232, 51 FR 35353, Oct. 3, 1986; T.D.
ATF-243, 51 FR 43194, Dec. 1, 1986, as amend-
ed by T.D. ATF-251, 52 FR 19339, May 22, 1987]

§40.163 Semimonthly tax return peri-
ods.

Except as otherwise provided in
§40.164, the periods to be covered by
semimonthly tax returns are from the
1st day of each month through the 15th
day of that month and from the 16th
day of each month through the last day
of that month.

[T.D. TTB-89, 76 FR 3513, Jan. 20, 2011]



§40.164

EFFECTIVE DATE NOTE: By T.D. TTB-89, 76
FR 3513, Jan. 20, 2011, §40.163 was revised, ef-
fective Feb. 22, 2011 through Feb. 24, 2014.

§40.164 Special rule for taxes due for
the month of September.

(a) Division of second semimonthly pe-
riod. (1) General. Except as otherwise
provided in paragraph (a)(2) of this sec-
tion, the second semimonthly period
for the month of September is divided
into two payment periods, from the
16th day through the 26th day, and
from the 27th day through the 30th day.
The manufacturer shall file a return on
TTB F 5000.24, and make remittance,
for the period September 16-26, no later
than September 29. The manufacturer
shall file a return on TTB F 5000.24, and
make remittance, for the period Sep-
tember 27-30, no later than October 14.

(2) Taxpayment not by electronic fund
transfer. In the case of taxes for which
remittance by electronic fund transfer
(EFT) is not required by §40.165a, the
second semimonthly period of Sep-
tember is divided into two payment pe-
riods, from the 16th day through the
25th day, and from the 26th day
through the 30th day. The manufac-
turer shall file a return on TTB F
5000.24, and make remittance, for the
period September 16-25, no later than
September 28. The manufacturer shall
file a return on TTB F 5000.24, and
make remittance, for the period Sep-
tember 26-30, no later than October 14.

(b) Amount of payment—Safe harbor
rule. (1) General. Taxpayers are consid-
ered to have met the requirements of
paragraph (a)(1) of this section if the
amount paid no later than September
29 is not less than 11/156ths (73.3 percent)
of the tax liability incurred for the
semimonthly period beginning on Sep-
tember 1 and ending on September 15,
and if any underpayment of tax is paid
by October 14.

(2) Taxrpayment not by EFT. Taxpayers
are considered to have met the require-
ments of paragraph (a)(2) of this sec-
tion if the amount paid no later than
September 28 is not less than 2/3rds
(66.7 percent) of the tax liability in-
curred for the semimonthly period be-
ginning on September 1 and ending on
September 15, and if any underpayment
of tax is paid by October 14.

(c) Weekends and holidays. If the re-
quired taxpayment due date for the pe-
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riod September 16-25 or September 16—
26, as applicable, falls on a Saturday or
legal holiday, the return and remit-
tance are due on the immediately pre-
ceding day. If the required due date
falls on a Sunday, the return and re-
mittance are due on the immediately
following day.

(d) Example: Payment of tax for the
month of September. (1) Facts. X, a man-
ufacturer of tobacco products required
to pay taxes by electronic fund trans-
fer, incurred tax liability in the
amount of $30,000 for the first semi-
monthly period of September. For the
period September 16-26, X incurred tax
liability in the amount of $45,000, and
for the period September 27-30, X in-
curred tax liability in the amount of
$2,000.

(2) Payment requirement. X’s payment
of tax in the amount of $30,000 for the
first semimonthly period of September
is due no later than September 29
(§40.165(a)). X’s payment of tax for the
period September 16-26 is also due no
later than September 29 (§40.164(a)(1)).
X may use the safe harbor rule to de-
termine the amount of payment due for
the period of September 16-26
(§40.164(b)). Under the safe harbor rule,
X’s payment of tax must not be less
than $21,990.00, that is, 11/16ths of the
tax liability incurred during the first
semimonthly period of September. Ad-
ditionally, X must pay the tax in the
amount of $2,000 for the period Sep-
tember 27-30 no later than October 14
(§40.164(a)(1)). X must also pay the un-
derpayment of tax, $23,010.00, for the
period September 16-26, no later than
October 14 (§40.164(b)).

[T.D. TTB-89, 76 FR 3513, Jan. 20, 2011]

EFFECTIVE DATE NOTE: By T.D. TTB-89, 76
FR 3513, Jan. 20, 2011, §40.164 was revised, ef-
fective Feb. 22, 2011 through Feb. 24, 2014.

§40.165 Times for filing semimonthly
return.

(a) General. Except as otherwise pro-
vided in §40.164 and in paragraph (b) of
this section, semimonthly returns on
TTB F 5000.24 must be filed, for each
return period, not later than the 14th
day after the last day of the return pe-
riod. If the due date falls on a Satur-
day, Sunday, or legal holiday, the re-
turn and remittance are due on the im-
mediately preceding day that is not a
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